
Greater Tompkins County Municipal Health Insurance Consortium 
Joint Meeting 

Audit and Finance Committees 
June 19, 2014 

1:30 p.m.  

Old Jail Conference Room 
 

Agenda 
 
 

 
1. Call to Order 

 
 

2. Approve Minutes of May 15, 2014 Audit Committee and May 20, 2014 Finance 
Committee Meetings 
 

 
3. Financial Reports and Updates: 

a. Quarterly Financial Report 
b. Preliminary Budget projections for 2015 
c. PCORIF Calculation and Transitional Reinsurance Fees 
d. Continued Discussion of Reserves 

 
 

4. Recommendation - Award of Contract for Medical Claims Auditing 
 
 

5. Recommendation - Recertification Process 
 
 

6. Adjournment 
 



Minutes  draft
Greater Tompkins County Municipal Health insurance Consortium 

Audit Committee 

May 15, 2014 - 2:00 p.m. 
Ithaca Town Hall 

 

Attendees: Steve Thayer, Judy Drake, Steve Locey (via conference call), Jerry Mickelson, Mimi 

Theusen 

Not Present: Chuck Rankin, Laura Shawley, Scott Weatherby 

Call to Order 

Mr. Thayer called the meeting to order at 2:05 p.m. 

Approval of Minutes of April 15, 2014 

 

 The minutes of April 15, 2014 as submitted were approved by consensus.  MINUTES 

APPROVED. 

Presentation of External Audit  

Mr. Mickelson distributed copies of the external audit for the period ending December 

31, 2013.  He reported on the Communication letter and stated CDLM has audited the 

Consortium’s financial statements.  A preliminary planning meeting was held in December that 

outlines the responsibilities of CDLM and the Consortium.   

He brought to the Committee’s attention the only sensitive estimate in the Consortium’s 

financial statement is related to the actuarial study for the IBNR (Incurred But Not Reported) 

Claims and the information related to that.  There is a third party actuarial report that maintains 

12% of the claims experience being satisfied as the IBNR liability and a lot of nuances and 

changes in the JURAT report over the year.  He spoke of another plan and said it has been 

unsuccessful in having its IBNR lowered beyond 17% and gave Mr. Locey credit for his good 

work in this area.  There were no other adjustments as they found everything very satisfactory 

to the JURAT.  There was good dialogue between the Bonadio Group and the Quick Books 

program was fully implemented this year.  

Mr. Mickelson reviewed the financial highlights of the audit and stated for the year 

ending December 31, 2013 the Plan’s net position had increased by $3,844,827, exclusive of 

returned capital contributions of $1,422,136.  For the year ending December 31, 2012 the Plan’s 

net position increased by $3,178,173, exclusive of additional capital contributions from the City 

of Cortland and Town of Lansing in the amount of $198,400.  The 2013 and 2012 increase in 

net position was mainly attributable to an excess of revenues received over claims and 

administrative expenses.  

Mr. Locey questioned the total net position and asked if it includes reserves not directly 

tied to a liability and Mr. Mickelson confirmed this to be true.   
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Ms. Theusen reviewed the contents of the Management Comment Letter and the 

Recurring Comments: 

 
 Unassigned Net Asset Position: 
 Finding: In accordance with Note 1-F, the Board may consider whether to establish a 
claim contingency fund from available surplus provision.  
  
 Current Status:  A $600,000 catastrophic claims reserve was established during 2013.  
However, a claim contingency fund has not been established.  

Mr. Locey said there are only five types of reserves defined by the State and said if the 

Consortium is going to create additional reserves we would want to be very specific in defining it 

so that a detailed response can be provided to the State about the purpose of the reserve.  Mr. 

Mickelson said the Consortium may want to consider increasing the Catastrophic Claims 

reserve.  

 

 Mr. Locey said there is a provision in Article 47 that allows you to forego the purchase of 

Aggregate Stop Loss, however, the Plan must have 1½ times the IBNR Reserve and 1½ times 

the Capital Surplus account in order to petition the State to waive the purchasing of any portion 

of the Stop Loss.  He said we may want to talk about having the Aggregate Stop Loss waived 

because it is not meaningful coverage and is an unnecessary expense.   He stated none of their 

clients who are not Article 47 purchase it and he doesn’t know of anyone who has purchased it 

and used it.  

 Incurred Claims Liability: 
 Finding: During CDLM’s current and prior year audits, no formal documentation was 
available stating that liability for claims and expenses shall be 12% of annual total expenses.  
The liability has been calculated at approximately 12% of expected total incurred claims 
expense, but there does not appear to be formal documentation of this provision by the 
Department of Financial Services. 
 
 Current Status:  
 Annual reports have been submitted and accepted by the Department of Financial 
Services based upon the 12% factor, which is also supported by the Actuarial Report 
determinations. 
 
 Mr. Locey commented that there is no written documentation on this and the staff at the 
Department of Financial Services has changed since the Consortium began.  Mr. Mickelson 
said the 12% is also included on the State’s automated calculator on the supplemental 
documents.   
 
 Contributed Capital: 
 Resolution:  Contributed capital, including interest, was repaid to the municipalities as of 
December 31, 2013 with interest.   
 
 Board Meetings: 
 Finding: During the review of minutes it was noted there were many instances where the 
Joint Committee on Plan Structure and Design did not have a quorum present.   
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 Resolution:  Quorums were met during the current year, as quorum requirements were 
changed.  
 
 Excellus BlueCross Administrative Services Contract 
 Finding:  In accordance with the Excellus BlueCross Administrative Services Contract, a 
security of $2,387,600 run-out claims may be required.  No such formal evidence of security 
was noted during the audit.  This cash restriction was not specifically segregated as of 
December 31, 2013 or 2012.   
 
 Recommendation:  CDLM recommends a review of the various Excellus Blue Cross 
Administrative Services Contract provisions and that various provisions be formally 
documented.   
 
 Mr. Locey said there should be discussion and consideration given to pulling his out of 
the Administrative Services Contract.  
 
 The Committee will recommend acceptance of the report by the Board of Directors at its 
June 26, 2014 meeting.  
 
Consultant Report 
 
 Mr. Locey reported the year-end and first quarter reports have been submitted to the 
State.   

Continued Discussion of Recertification Process 

Mr. Locey reported the Board of Directors approved the new documents to be used in 

terms of the dependent, spouse, and domestic partner verification.  There now needs to be 

discussion of rolling out a process for the next year.  

Ms. Drake reported she met with Beth Miller of Excellus last week and they will be 

meeting with enrollment personnel from municipalities on June 11th.  Mr. Locey will make a final 

change to the documentation and provide updated copies to Ms. Drake and Ms. Pottorff for 

posting on the Consortium website.  Ms. Drake said she and Ms. Miller will be reviewing the 

enrollment process with municipalities during their visis and will also encourage better 

participation at the meeting of the Joint Committee on Plan Structure and Design.  

There was discussion of rolling out the recertification process.  Ms. Drake said she has 

heard that some would like to do this during open enrollment which is in November and 

December and suggested a final deadline of May 1, 2015.  She said the timeline should be clear 

when this is presented to the Joint Committee on Plan Structure and Design.  She also 

suggested having a grace period that would extend through the end of February.   

During the meetings with municipalities Ms. Drake said they will talk about the work 

associated with the enrollment process and get feedback from municipalities on what 

assistance, if any, would help with this.  Mr. Locey will work with Ms. Miller on developing a 

recertification process for the next meeting that will include a provision for appeals.   
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Update on Requests for Proposals for Medical and Prescription Claims Auditing 

 Mr. Locey reported interviews will be held with finalists on the medical RFP as the Board 
gave authorization for this budget item.  Ms. Pottorff will draft a letter for Mr. Locey to review to 
provide responders with an update on the process. 

Next Agenda 

 The next agenda will include a review of the quarterly financial statements, a 
recommendation on the award for the RFP for Medical Claims Auditing.  The Enterprise Risk 
Model will be discussed at the July meeting. 

Adjournment 

The meeting adjourned at 3:05 p.m. 

 

 

 

 

 

 

Respectfully submitted by Michelle Pottorff, Administrative Clerk 
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Finance Committee 

May 20, 2014 – 9 a.m. 
Scott Heyman Conference Room 

 
 
Present:  Rick Snyder, Acting Chair; Mack Cook Jared Pittman 
Excused:  Peter Salton, Glen Morey 
 
 
Call to Order 
 
 Mr. Snyder called the meeting to order at 9:03 a.m.   
 
Approval of Minutes of April 14, 2014 
 
 It was MOVED by Mr. Cook, seconded by Mr. Pittman, and unanimously adopted by 
voice vote by members present, to approve the minutes of the April 15, 2014 meeting.  
MINUTES APPROVED.  
 
Reschedule of Next Meeting 
 
 There was a brief discussion of combining the meetings of the Finance and Audit 
Committees.  There are a couple of unfinished items for the Audit Committee to wrap up; 
therefore, it was decided that the Committee jointly with the Audit Committee on June 19th at 
1:30 p.m. and the Board will be asked at the next meeting to merge the two committees.  
 
Financial Reports and Updates 
 
 Mr. Locey distributed a financial update for the first quarter and stated the budget is 
slightly under 5% of budget in medical claims after paying out $5 million in April in claims due to 
an adjustment made due to a Blue Cross billing issue.  Mr. Snyder spoke of a large check that 
he had to write for claims and said there may be a need to increase the limitations by banks on 
writing checks.   Mr. Locey said this may need to be a future agenda item for the Committee as 
the Consortium has grown.  
  
 Mr. Locey reported the Consortium is a little below budget on revenue by approximately 
2.5%; however, this is not alarming.  There has not been as much received in prescription drug 
rebates as was expected, however, this may be being netted out of the claims on the 
prescription drug side and he will need to check on this.  On the reports he provides to the 
Board of Directors he may move this to the income side if this proves to be the case.   Mr. 
Snyder will speak with his staff and Mr. Shepard of the Bonadio Group to make sure everyone is 
treating these funds the same way.  
 
 Mr. Locey said the next agenda should include the PCORI (Patient Centered Outcomes 
Research Institute) fee calculation with approval of the forms which is required by July 15th.  The 
Transitional Reinsurance Fee may also need to be approved as well.  Mr. Locey said he will 
also be breaking out all of the fees on the reports.   
 
 Mr. Locey spoke of the financial health of the Consortium and said he thinks when the 
budget begins to be discussed that the Board will be looking at a very modest number.  He will 
begin preparing preliminary budget projections to be discussed at the next meeting.   
 
 Mr. Locey distributed informaton showing 2011-2013 actual results broken down by a 
per contract per month and per covered life per month basis to demonstrate where revenues 
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and expenses are.  He noted that for 2013 on a per contract basis the per contract claims 
expense was $9,400 (the average expense for each contract insured under the Consortium); 
the total expenses were $13,300 on a per contract basis.  He said some of the fees have gone 
down on a per contract basis and also said there are benefits in having the economies of scale 
so there are advantages in the Consortium growing over time. He said once new plans are in 
place it may help with getting the other municipalities within Tompkins County to join the 
Consortium because one of their main reasons for not joining was related to unavailability of 
plan design issues.     
 
Discussion of Investment and Reserves  
 
 Mr. Locey provided copies of a “Tompkins County Municipal Health Insurance 
Consortium Asset Allocation Analysis” dated May 2014 by PFM Asset Management LLC.  He 
said he believes the document was provided by Mr. Barber due to his affiliation with NYMIR 
(New York Municipal Insurance Reserve) but noted that the Consortium may not be able to do 
some of the things NYMIR can do because it is an insurance company and the Consortium is a 
collection of municipalities running a self-insured health plan.  Mr. Locey said after doing some 
research he sent an e-mail that addresses reserve funds and the investment of funds but is not 
specific in terms of restrictions and where money can be put.    
 

He reported on an opinion that came out in 2003 to address a series of questions about 
municipal cooperative health benefit plans and one of the things it talked about was that most 
funds other than reserve funds for municipal cooperatives can be kept in separate bank 
accounts or in separate investment accounts.  He said in asking if the money had to be 
separate they provided a detailed answer in that not only should the funds be segregated but 
New York State General Municipal Law goes on to define what can happen with the money in 
terms of investments and deposit accounts.  He said it appears the Consortium is limited to the 
same restrictions as other municipalities are limited to in terms of investment.  Mr. Locey also 
provided a copy of General Municipal Law Section 11 – temporary investments.   

 
Mr. Locey suggested obtaining a legal opinion to find out whether the Consortium should 

follow Insurance Law or General Municipal Law with regard to investment of funds.  Secondly, 
he said right now everything is in guaranteed interest-type accounts and the Consortium is not 
at risk of losing any funds.  The question should be answered as to what the Consortium should 
risk in terms of the value of its assets and investment of funds.  

 
Mr. Snyder agreed that a legal opinion should be sought and said there may be other 

vehicles out there that the Consortium could use to do better with its money.  Mr. Locey said 
one thing that are doing is working with school district consortiums that they have as clients is 
trying to get the community rating in New York State changed. They are trying to get a provision 
added where a municipality can be exempted from the community rating law if they can 
participate in a municipal cooperative benefit plan whether insured or self-insured.  One of the 
reasons the Consortium is an Article 47 and not the same set up as the school consortiums is 
because any employer if under 50 in New York State has to be community rated.  They are now 
raising the threshold to 100 and many will be asked to leave because of the change in law.  If 
the exemption were granted what could happen for the Consortium is that it could then compare 
Article 47 to a minimum type of premium setup to see which is more attractive in the long run.  
Because of the Affordable Care Act there are now some cost differences. There are also a lot of 
reporting differences and no involvement by the New York State Department of Financial 
Services.  
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Mr. Snyder asked members and there was agreement that the investment is not worth 
the risk and that the Consortium should stay with the stricter interpretation of investment until 
such a time something is learned from an attorney, auditor, or other party that shows something 
different. Mr. Locey suggested exploring different term certificates of deposits.  Mr. Locey was 
asked to obtain a legal opinion on this.  

 
Membership in the Consortium and Satisfying the Local Government Shared Services 
Cost Reduction Requirement/Threshold for Property Tax Rebate 

 
Mr. Cook reported on information he received yesterday with regard to the New York 

State Governor’s Budget and Tax Freeze.  He said that participation in the Consortium may be 
the best vehicle for local governments to satisfy some requirements under the rules of the Tax 
Freeze.   He reported from notes he took last evening at the State Comptroller’s Office and 
Budget Office.   

 
He provided a brief overview of the tax freeze and said taxpayers will receive a rebate 

that is equal to the local government’s tax increase if such increase each year is less than the 
allowable cap.  The allowable cap is the lower of two percent or the cost of the inflation six 
months prior to an entity’s year-end.  Starting in 2016 the local government must submit to the 
Budget Department a Local Government Efficiency Plan that projects a cost savings plan equal 
to one percent of the property tax levy for years 2017, 2018, and 2019.  If an entity meets those 
requirement rebate checks will begin to flow to citizens on a phased in approach.  School 
districts that stay within the tax cap do not have to submit a plan; rebates will begin to be 
distributed to residents in October, 2014.  

 
Local government citizens will be eligible for rebates beginning in 2015 if governments 

stay within the tax cap and revoke local laws that are on the books allowing for an override.  In 
2016 rebates would be sent back to residents if the levy was within the cap, there is no local law 
on the books allowing for an override, and the local government has submitted both the 
proposed and adopted budget. 

 
The local government must submit by June 15, 2015 to the State Budget Office an 

“efficiency” plan.  An “efficiency” is an undefined term in the law.  The plan must spell out a plan 
by which the local government reduces in 2017 1% of the tax levy, 1% in 2018, and 1% in 2019.  
It cannot be any other variation of that.   Mr. Cook said participation in the Consortium may be 
the vehicle for local governments to achieve this as there will be a “look back” provision.  The 
Department of Budget has said it is an undefined term as to how far back a government can go 
to demonstrate shared services.  The Consortium goes back three years and the Department of 
Budget said yesterday that this would be such a plan that would qualify.  The local 
governments, when doing their efficiency plan can either go alone or can go in concert with 
other local governments.   They cannot file a plan where services are being shared with school 
districts.  When it is done in concert, not every single government within the group has to meet 
the one percent savings.     

 
Mr. Cook said once a plan has been placed on file and approved and the local 

government has done the other things necessary to stay within the tax cap in 2016 rebates will 
begin to flow in 2017.  At the present time there is no verification that the plans will work for the 
rebates to be issued, they only have to add up to the required savings. Each of the entities do 
not to need to meet the 1% savings mark as long as the aggregate totals 1%.  Mr. Cook said he 
thinks the measurement will be in the aggregate with the Consortium versus what it would be in 
the aggregate without the Consortium.   
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Mr. Cook said in moving forward there will need to be a determination of a rational 
methodology to determine the savings that has been achieved by the Consortium.  Mr. Locey 
will begin to work on formulating a way to develop a cost savings figure.  Mr. Cook will urge the 
New York State Conference of Mayors to push for not requiring specificity with these numbers.   

 
Mr. Locey said there could be other expenses that could be done through the 

Consortium that might be a savings and gave GASBE as an example.  
 

Approval of Bonadio Invoice 
 
 The Committee authorized payment of an invoice to the Bonadio Group in the 

amount of $2,750 for professional services rendered in connection with QuickBooks assistance 
and for preparation of the first quarter financial filing.  

 
Adjournment 
 
 The meeting adjourned at 10:24 a.m.  
 
 
 
 
Respectfully submitted by Michelle Pottorff, Administrative Clerk 
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